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SUBPART 17.1 - MJLTI YEAR CONTRACTI NG
17.103-1 General.

(b)(iii) The responsibility for nmaking the determ nation required by
DFARS 217.103-1(b)(iii) is delegated to the Commander, DRMS, w th power of
redel egation to the Director, Directorate of Contracting (DRM5S-P), for
contractual actions not exceeding $10 mllion in total procurenment val ue
and for which the cancellation ceiling does not exceed $500,000. The
delegation is unlimted for nmultiyear determ nations when a cancellation
ceiling of $0 is included.

SUBPART 17.2 - OPTIONS
17.202 Use of options.

(90) The requirenents of DFARS subpart 217.74 and subpart 17.74 shall
be met for surge, energency, services or other options which are
undefinitized at tine of exercise by the Government, i.e., an
undefinitized option (UO.

17.203 Solicitations.

(a) Highlight the inclusion of an option provision in a solicitation
by a cross-reference to the option in the price schedule. The option
shall require a positive acknow edgnent by the contractor (e.g.,
annotation of its option price). Under no circunstances shall an option
procedure be used which results in inclusion of an option clause in any
contract due to failure of the offeror to explicitly signify the
unacceptability of the provision or counteroffer a different price for
the option.

(b) The requirenents of 15.804-2(a)(1l) shall be addressed when
stating the basis of evaluation.

(d) When a separately priced option quantity or period is pernmtted
in a solicitation which also includes an economi c price adjustnent (EPA)
or simlar repricing provision applicable to the same option quantity or
period price(s) for the same iten(s) of supply or services, the
contracting officer shall preclude potential overpricing, usually by
providing for a price buildup in the schedul e (see 52.214-9001) from
mut ual | y excl usive portions of the (basic and option) price subject to
EPA and the firmfixed price portions. The firmfixed price portion of
the option price may exceed the conparable portion of the basic award
price (see 52.217-9001). However, "overlap" (i.e., where any portion of
the option quantity or period price is also covered by an EPA cl ause) is
permtted only when the contracting officer docunents reasons why
overpricing will not occur and utilizes a provision which requires
of fering of prices for the firmfixed price portion of the quantity or
period prices which are no higher than that for the basic contract (see
al so 16.203-3(93)).

(f) Such option price restriction may be used in other exceptional
circunstances where fully justified (FAR 17.203(f)) by docunentation
included in the acquisition plan.

(g) The approval cited in FAR 17.203(g)(2) should al so be included
in the acquisition plan. The option price restriction shall be
conspi cuously included in Section Mof the solicitation. The cautionary
notice (FAR 17.203(g) (1)) shall also be included in Section M
17.204 Contracts.

(e) The total of the basic and option periods in the case of services,
or the total of the basic and option quantities in the case of supplies,
may exceed 5 years when approved by the chief of the contracting office,
provided no statutory restriction limts the termof the contract.



17. 206 Eval uation

(b) (90) The deternination and approval not to evaluate an option
estimated to exceed $500,000 prior to contract award (or definitization
if an undefinitized contract) shall be in the contract file, and shal
include (see also 15.804-2(b)(90)) either

(i) An explanation of the specific exenption that can be applied
to avoid the data submission and certification requirenents of P.L
87-653, and identification of the pricing technique(s) available to
subsequently determne the option price fair and reasonabl e without
submi ssion of certified cost or pricing data or catal og exenption data
or

(ii) A statenment that such option price(s) are identified in the
solicitation and contract Schedule as "not to exceed" ceiling price(s)
subject to later definitization (see 17.208(a)(90))

17.207 Exercise of options

(a) The option clause shall require that the contractor be given
adequate notice (see FAR 17.207(a)) of the requirenment to perform under
the option (as a general rule, at least 14 days prior to the |ast
schedul ed delivery date)

(c)(90) In addition to those considerations set forth in the FAR
exercise options only if it is determ ned that:

(1) There is no substantive change in the requirenent; and

(2) The contractor's performance is satisfactory. A record of
denonstrated superior performance may warrant additional consideration
under buying best value guidelines. (See 15.613-90 and 17.207(e)(90).)
Satisfactory performance al so includes successful inplenentation of any
support to soci oeconom c prograns which was eval uated as part of source
selection as well as any Mentoring Business Agreenents which were
proposed and eval uated during source sel ection

(d)(1) A newsolicitation should not nornally be used as a neans to
det erm ne reasonabl eness of option prices. Tests of the reasonabl eness
of the option price should generally be made by one of the nethods
identified in FAR 17.207(d)(2) or (3). \Whenever a contracting officer
determines that it is necessary to test the reasonabl eness of the option
price by use of a formal solicitation, the contract file nmust contain a
menor andum whi ch briefly explains the reasons for the decision

(2) The follow ng are exanples of factors which may be considered
in the informal test of the narket and evaluation of the option price(s):

(i) The fact that the option price was evaluated for price
reasonabl eness prior to initial award.

(ii) The relationship of the option price to the price for the
initial contract quantity

(iii) The adequacy of conpetition at tine of initial award and the
length of tinme since the award

(iv) Changes in the general econony that could affect the
contractor's costs

(v) The results of any market research and anal ysis efforts (see
Part 10).

(e)(90) An additional factor to be considered is the desirability of
continuing a successful contractual relationship with a vendor that has
denonstrated superior quality and delivery performance. Were the narket
anal ysis or survey shows that the itemmay be avail able at |ower cost
this need not preclude the exercise of the option given a history of
superior performance by the contractor. Performance criteria, may be
used in determ ning superior performance and evaluating its inportance
relative to market price considerations and other factors

(f) Prior to exercising an option, the contracting officer shal
consider the factors at FAR 9.104-1 particularly the contractor's
perfornmance under the base contract period and any previous options. A



decision not to exercise the option after considering responsibility -type
factors is not a determination of contractor responsibility, and is not
subject to referral to the SBAif the contractor is a small business.

17.208 Solicitation provisions and contract clauses.

(a)(90) If the contract includes an option in amount exceedi ng
$500, 000 whi ch was not evaluated prior to award, the contracting officer
shall include a clause substantially the same as the clause at DFARS
252.217-7001, Surge Option, providing for definitization of the option
bef ore option exercise, except in the event urgency dictates
post -exerci se definitization.

SUBPART 17.73 - | DENTI FI CATI ON OF SOURCES OF SUPPLY
17.7301 Policy.

In the interest of mmintaining supply system and itemintegrity, and
fostering the spare parts breakout programs, it is e sential to know what
is being purchased and fromwhom It is the policy of DLAto retain the
right to require identification of the nmanufacturing sources of the itens
purchased. Therefore, refusal of offerors to provide such information
when specifically required is a valid basis for rejection of offers.

17. 7302 Procedures.

(c) When required, the source of manufacture nust be identified.
Refusal of offerors to do so precludes a contracting officer from
determ ning the technical acceptability of the itemto be supplied.
Therefore, the offer cannot be accepted. Additionally, if an offeror
furnishes the information but restricts its use on the basis of
confidentiality, except as provided in subparagraph (e) below, the
contracting officer nmust advise the offeror that --

(1) It is not DLA policy to nake awards with such restrictions or
to hold such information in confidence;

(2) In order to be eligible for award, the confidentiality
requi renents nust be renoved; and

(3) If such limtation is not rembved, the offer nay be rejected.

(d) QObvious reasons for not nmaintaining confidentiality are that it
is operationally inpractical because the total administrative costs could
out wei gh savings on the instant purchase. In addition, because of the
vol ume of purchases, it is difficult to guarantee confidentiality, and
DLA could be liable for inadvertent disclosure. Finally, it is contrary
to DoD efforts to expand conpetition.

(e) Notwithstandi ng subparagraph (d) above, there may be instances
when award nay be beneficial to the Governnent whether or not the
confidentiality restriction is removed. |n these instances, prior to
award, the contracting officer shall review the validity of the
restriction. For exanple, if the identified manufacturing source is
advertised in trade journals, conmmercial source listings, or is otherw se
known to industry and Governnent, then holding the identity of the
manuf acturing source in confidence is not appropriate and shall be
challenged. |If it is determined that the confidentiality restrictionis
valid, then that information shall be held in confidence.

(f) Accordingly, a solicitation provision substantially as set forth
in 52.217-9003 shall be included in negotiated solicitations, except in
solicitations for comrercial items. (Note: This provision, when used, may
not be used as a nodification to the provision at 52.217 -9002, Conditions
for Evaluation and Acceptance of Offers for Part Nunmbered ltens .)

(g) It nust also be noted that, if there is no provision in the
solicitation which requires the offeror to disclose
manuf act uri ng/ production sources, the offeror may properly conceal those
sources in a conpetitive atnosphere.
SUBPART 17.74 - UNDEFI NI TI ZED CONTRACT ACTI ONS
17.7403 Policy.

(a)(90) The contracting officer shall expedite Governnent and
contractor efforts to secure an acceptable price proposal and eval uation



pendi ng and following approval to award a UCA. The chief of the
contracting office shall nonitor usage and reporting (see subpart 90.8) of
UCAs for conformance with regul atory requirenents.

17.7404 Limtations.
17.7404-1 Authori zation.

The authority in DFARS 217.7404-1(b) to authorize use of a UCA for a
non-urgent requirenent, exists only where the non-urgently needed quantity
shoul d be included and priced coincident to definitization of an urgently
required quantity of the item Authorization to take this action or the
actions cited in DFARS 217.7404-1(a) or (c) is delegated, without authority
for further del egation, to:

(a) The chief of the contracting office at the DSCs for a UCAto fill a
requisition for a backordered or non-stocked quantity requiring hei ghtened
managenent, i.e.:

(i) a Mlitary Service requisition with Issue Priority Designator
(1 PD) 01;

(ii) a Mlitary Service requisition with IPD 02 or 03; and either
an Anticipated Not M ssion Capable Supply (ANMCS) or Not M ssion Capabl e
Supply (NMCS) indicator in the required Delivery Date field (record
positions 62-64) beginning with a "9", "N', or "E' or an OSD/ JCS proj ect
code (record position 57-59) beginning with a "9".

(iii) a Foreign Mlitary Sale requisition under the Cooperative
Logi stics Program Support Agreenent (CLSSA) with IPD 02 or 03 and an
OSD/ JCS proj ect code beginning with a "9".

For such high priority UCAs where the not -to-exceed ceiling price does not
exceed the sinplified acquisition threshold, this authorization is
del egabl e, but not |ower than one |evel above the contracting officer.

(b) The Administrators/Deputy Adm nistrators, Defense National
St ockpil e Center and Defense Automated Printing and Support Center;

(c) The Commander s/ Deputy Commanders of other activities.

The written approval shall document the specific urgency which conpels
use of a UCA, denpnstrate that the restrictions of DFARS 217.7403 are net,
and identify the consequences of failure to take such action.

17.7404-2 Price ceiling.

(90) The "not to exceed" definitized contract total price ceiling shall
be based on a "not to exceed" unit price included in the UCA for each item
(each labor rate, for labor hour or tinme and materials type UCAs) with the
stipulation that in no event shall the delivery quantity be decreased to
affect or minimze increased costs to the contractor.

17.7404-3 Definitization schedul e.

(90) The definitization schedule shall include mlestone dates for
receipt by the contracting officer of a price proposal that provides the
required cost or pricing data, normally within 30 cal endar days foll ow ng
award, and for begi nning negotiations.

17.7404-4 Linitation on obligations.

(90) To preserve the DFARS flexibility to increase the pre-definitization
I evel follow ng subm ssion of a qualifying proposal (i.e., one which
provides the required cost or pricing data and/or other information the
contracting officer deems necessary for price definitization), the
contracting officer nmust keep the obligation |evel below 50 percent of the
not -t o-exceed UCA ceiling price until receipt of such proposal.

17.7404-6 Allowable profit.

(90) The chief of the contracting office shall assure confornmance with
the requirenents of DFARS 217.7404-6(a) and (b).

17.7404-90 O her requirenents.



(a) Paynent limtations. To facilitate timely proposal submi ssion and
price definitization, contracting officers should establish initial funding
avail able for interimfinancing and paynents (e.g., progress paynments,
interimdelivery paynents (DFARS 232.102-70), public vouchers, and DD250s)
consistent with the estinmated ambunts of contractor expenditures as of the
dates specified in the definitization schedule for subm ssion of a
qual i fying proposal and for price definitization. The contracting officer
shoul d subsequently relax or tighten such controls and incentives (e.g., by
revising interimbilling rates, reducing or suspending progress paynments
(DFARS 232.503-6), etc.) as necessary and appropriate to achieve tinely
definitization.

(b) Delivery schedule. Specify a firmdelivery schedule, otherw se a
"not to exceed" schedule reflecting the Governnent's m ni num needs. A
tentative schedule pernmitting the unilateral contract extension of the
delivery schedul e shall not be used.

(93) The contracting officer shall identify and include with any
del egation of an undefinitized delivery order (BOA, |DC, T&M contract, etc)
for definitization by the cognizant ACO any independent Government
estimate ("should cost") that have been perforned and found useful for
determ ning price reasonabl eness, establishing negotiation objectives, and
for contract negotiations. The delegation letter should request that the
ACO furnish feedback on the utility and effectiveness of the IGE to the
Center and to office(s) preparing and furnishing the | GE

SUBPART 17.75 - ACQUI SI TI ON OF REPLENI SHVENT PARTS
17.7501 Procurenent of parts.
(b)(3) Solicitation Provision.

(i) The provision at 52.217-9002 entitled "Conditions for Eval uation
and Acceptance of Ofers for Parts Nunbered Itens" may be used in
negoti ated acquisitions of replacenment parts, conmponents, and assenblies
which are identified only by the manufacturer's name, part nunber, and a
brief description. The provision may be used for sinplified acquisitions
as well as large purchases, provided that the full text of the provision
shall be nmade available to offerors. The contracting officer shall include
the standard provision, or one of its alternates when appropriate, in the
solicitation, based upon information regarding the availability of data for
eval uation provided by technical personnel. The provision should not be
used in procurements where technical personnel have specifically advised
that for the instant procurenment alternate products cannot be eval uated
e.g., restricted source or OEM source controlled itenms, National Institute
for Occupational Safety and Health (NIOSH) itens for which necessary
testing equipnent is not reasonably available, etc

(b)(4) Evaluation of alternate itemoffers for spare parts. \Wen the
"Conditions for Evaluation and Acceptance of Offers for Part Nunmbered
Itenms" provision is used, procedures shall be established by each DSC such
that they will evaluate alternate offers when the savings projected wll
meet the savings threshold stated in the provision and there is a
reasonabl e expectation that the alternate offer may be in line for award.
When the provision is not used, all alternate offers will be eval uated,
unl ess the solicitation has provided information that only the itemcited
in the procurement identification description (PID) will be acceptable
(e.g., restricted source or OEM source controlled itens, NIOSH itens for
whi ch necessary testing equi pment is not reasonably available, etc.). DSC
procedures shall also provide for pronpt notification by the contracting
officer to alternate offerors of interimstatus (when required) and final
status of the alternate offer, i.e., approved, disapproved, returned
wi t hout evaluation. Several other factors should be considered in naking a
decision to evaluate itens prior to award.

(i) Reserved.

(ii) For any purchase, if the time before proposed award does not
permt eval uation, and delay of award woul d adversely affect the
Governnent, then alternate offers may be considered technically
unacceptabl e for the instant acquisition and award nade to the otherw se
acceptabl e offeror. The benefits which may accrue to the Government, if
the alternate item were accepted, nust be wei ghed agai nst any adverse
ef fects caused by del aying award. Consideration shall be given to
requesting expedited evaluation if the benefits are significant.



(iii) The contracting officer may forward alternate offers for
techni cal evaluation that are not in line for award or offers that do not
meet the savings threshold if other factors indicate that an eval uation
shoul d be perforned. While savings may not be evident without further
consi deration, benefits should not be weighed only agai nst the instant
acquisition. Future benefits should be considered as well; for exanple
proj ected future savings on high demand itens, breaking a chronic sole
source situation, etc. The other factors nmust be cited on the request for
evaluation that is forwarded to technical personnel. |If a preaward
eval uation cannot be perforned for offers that neet these criteria, a
postaward evaluation will be performed. Ofers that do not neet the above
factors will be returned to the offeror w thout eval uation

(iv) \When a potential contractor submits an alternate itemfor
eval uation for which there is no active procurenent request, the activity
Conpetition Advocate will determine if the alternate itemneets the
criteria for evaluation listed for alternate offers in DLAD
17.7501(b) (4)(iii) above. The activity Conpetition Advocate will provide
the status to parties subnmitting alternate itens, and will forward
qualifying alternate itens to the appropriate technical personnel with the
reasons the alternate items should be evaluated. These alternate item
evaluations will be tracked according to the tine frames set forth in DFARS
Appendi x E.

(v) When a postaward evaluation is perfornmed, the alternate item

offeror will be advised of the evaluation results. The Conpetition
Advocate will maintain a tracking systemfor postaward eval uations, in
order to insure followp with contractors. Techni cal personnel wll

performa postaward evaluation within 45 days of receiving the alternate

of fer, unless unusual circunstances require a |onger eval uation period
After the 45 days have el apsed, followps will be generated by the
Conpetition Advocate every 15 days. |If the evaluation nust be perfornmed by
an Engi neering Support Activity, the time allowed for evaluation is 90 days
with foll owups generated every 30 days (after the first 90 days) by the
activity Competition Advocate

(vi) If it is determned that award will be del ayed pending an
alternate item eval uati on, such evaluation request will be forwarded to the
appropriate functional elenent and an estimate nade of the time required
for evaluation. Upon expiration of the estinmated time, inquiry shall be
made regarding the status of the evaluation. |f the evaluation has not
been conpleted or it is not otherw se inm nent, determ nations shall be
made as to how rmuch | onger the evaluation will take and how nuch | onger the
award can be delayed. A new suspense shall be established based thereon
or award shall be made imediately if it is not in the Government's
interest to further delay the award. Technical personnel are responsible
for communication with all parties involved. The decision to hold or
proceed with award shoul d not be made until such communication is
establ i shed and the status of the evaluation has been assessed as
accurately as possible. Under sinplified acquisition procedures, awards
normal |y should not be held for protracted periods of time unless there are
substantial benefits

(vii) To aid in prioritizing workload, the amount of potentia
savings or other benefits should be included on any referrals to technica
personnel together with any other pertinent factors which would influence
the eval uation process

17.7504 Limtations on price increases

(a)(2) The thresholds for base price conparison check procedures under
SAMMVS sinplified purchase procedures and | ocal autonated procedures shal
not exceed 25 percent and $250, after adjustments specified in DFARS
217.7504(a) (1)

(b) The requirenent for review and certification to be acconplished
before the purchase applies after awards under sinplified purchase
procedures where the price is not known until after acceptance of the
Governnent's offer. Further, the certification to the HCAis required as a
notification to managenent, not an approval requirenent, of substantial
price increases. The nethod and frequency of periodic notification and the
degree and | evel of mmnagenent involvenent may vary, depending on such
factors as dollar value, nature of the procurenent, and extent of
conpetition; however, regardl ess of the approach taken (e.g., quarterly
oral or witten brief using a table conparing the nunbers of certified buys
by percentage ranges of price increase within award val ue ranges, with the
results of prior periods), HCA awareness is required of significant price



increases on a continuing basis. A local focal point (the price analysis
branch/ el ement, where one exists) shall conpile and provide | ocal
managenent and MWPP, at |east annually, with information on such usage
based on a copy of each certification furnished by contracting officers.



SUBPART 17.76 - CONTRACTS W TH PROVI SI ONI NG REQUI REMENTS
17.7602 Contracting requirenents.
17.7602-2 |ssuance of provisioned itemorders (Pl GCs).
(90) Reserved.

(91) The file shall be docurmented when the price or cost anal ysis techniques di scussed at
13.106(c)(90)(ii) and (v) are used for award of priced PIGCs and definitization of undefinitized
provi sioned itemorders (UPIOs).

(92) If the contract contains a progress paynment clause w thout an exclusion provision for
orders with a ceiling price below $1 mIlion ($100,000 for snall business firns) and/or having
a delivery schedule of less than 6 nonths (4 nonths for snall business firms), a provision
precl udi ng such applicability shall be included in all PlIGs bel ow these threshol ds.

(93) Reserved.
(94) Reserved.

(c) The requirenents of DFARS 217.74 and subpart 17.74 shall be nmet for all UPIOs awarded
by DLA contracting offices.

17.7603-3 Negotiating and executing suppl enental agreenents.

(c)(90) The file shall be documented when the price or cost analysis techniques discussed
at 13.106(c)(90)(ii) and (v) are used for the exercise of priced PIOs and definitization of
UPI Cs.

17.7690 Contracting officer's representative - Provisioning.

Techni cal personnel at each DSC and additional personnel within that office shall be designated
as Contracting OFficer's Representative for Provisioning for the purpose of providing technical
assistance to offerors/contractors with regard to requirenents for equi pment support and

provi sioning for DSC acquired end itens/conponents. Delegation of responsibility shall include
authority for actions to be taken by the Provisioning Coordination Office as set forth in DLAD
4100. 8, Surveillance of the Contractual Aspects of the Provisioning Cycle in the Defense Supply
Centers. For exanple, the COR for Provisioning is responsible for review ng purchase request
(PR)/M PR provisioning requirenents to ensure conpliance with provisioning policy and procedures
and proper presentation of provisioning requirenents in solicitations and contracts, conducting
Pre- Provi si oni ng CGui dance and Source Codi ng Conferences when required by the contract,
negotiating reductions in provisioning technical docunentation requirenents, including
recomendations for equitable adjustments in the contract price or delivery terms based on
techni cal provisioning considerations, surveillance necessary to assure receipt of provisioning
techni cal docunentation, and notifying the contractor of required corrections (rejection) or
acceptance of provisioning technical docunmentation. The delegation will not include any
authority to nodify or change the terns of the contract or to make any agreement which wll
result in an increase in the contract anount or extend the tine for delivery of the end itens.

17.7691 Reserved.
17.7692 Data pricing, evaluation, and award.
The clause cited at 52.217-9000, Data Pricing, Evaluation, and Award, shall be inserted in
solicitations for acquisition of data with end items. The clause shall be inserted in Section
M Eval uation Factors for Award.

SUBPART 17.90 - MJULTI SOURCE CONTRACTI NG
17.9000 Scope of subpart.

This subpart prescribes policies and procedures for acquisitions of supplies and services from
mul tiple sources when the coverage at FAR 16.504 for making nultiple awards of indefinite-
quantity task and delivery order contracts is not used.

17.9001 Policy and authority.
(a) Provision for naking awards to nmore than one source of supply or service may be nade

for the follow ng purposes or reasons under the authority described for the respective purpose
or reason.



(1) Establishing or maintaining alternative sources. See FAR 6.202

(2) Industrial nobilization; or engineering, developnental or research capability. See
FAR 6. 302- 3.

(3) Production test. See DLAR 4125.1, Production Testing of DLA Managed Itens and FAR
6.101.

(4) Prospective contractor not responsible for entire quantity. See FAR 9.103
(5) Supply assurance. See FAR 6.101

(b) Contracting officers shall obtain the advice of local counsel both in acquisition
pl anning and prior to award whenever multisource contracting is proposed on an other than ful
and open conpetition basis

17.9002 Conditions for use

(a) The conditions for use of multisource contractlng for the purposes or reasons described
in 17.9001(a)(1) and (a)(2) above are described in FAR 6.202 and 6.302 -3, respectively.

(b) Miltisource contracting nmay be used when it is necessary for the purpose of testing
under contract, the adequacy and practicability of specifications for a newor nodified itemto
assure that the specification will permt quantity or mass production of quality itenms within
econom cal production practices, and that the specification does not restrict conpetition

(c) When the otherw se |ow, responsive or technically acceptable offer is froma
prospective contractor that cannot be determned to be responsible for the entire quantity on
which it offered, award may be nade to that offeror only for the portion of the tota
requirenents for which the offeror can be determ ned responsible. |In such cases, the
contracting officer may award the bal ance of the total requirements or that portion of the
bal ance of the total requirenents to the next |ow, responsive or technically acceptable
of feror(s) to the extent that such offeror(s) is determ ned to be responsible, provided that the
ternms and conditions of the solicitation do not limt the Governnent's right to make multiple
awards and the prospective contractor(s) does not condition its offer to preclude such awards
(Note that when the provision at FAR 52.214-10, Contract Award - Seal ed Bidding, is included in
| FBs, as required by FAR 14.201-6(e)(2), the Government has the right to award | ess than the
total quantity solicited. Bids that take exception to this provision are not responsive. Wen
the provision at FAR 52.215-16, Contract Award, is included in RFPs, as required by FAR
15.407(d) (4), the Government has the right to award less than the total quantity solicited
Ofers that take exception to this provision are not technically acceptable.)

(d) Provision for making nmultiple awards may be nade to ensure the availability of supplies
in business risk situations. A reasonable basis for making nultiple awards in such situations
must exist, for exanple, the record shows a history of poor performance (unrelated to Governnent
caused delay) for a critical itemdue to a contractors’ or inadequate production capacity; or
the specification is conplex or difficult and requirenents nust be satisfied in a relatively
constrained tineframe. To adequately justify nmaking nmultiple awards in such cases, the
contracting officer nust denpbnstrate that awarding |l ess than the total requirenents to nore than
one source Will aid in ensuring that the prior contractor performance problens will not recur.
Further, the benefits of having nore than one source under contract for the sanme supplies or
services at the same time should outweigh any anticipated increased prices that result fromthe
award of nore than one contract.

17.9003 Limtations on use

(a) When provision for multiple awards is made for the purpose of production testing a
speci fication

(1) The Government's mnimum need nust be principally for the purpose of determ ning that
an itemof supply can be nanufactured to the specification on a production basis. Obtaining
delivery of supplies is a secondary purpose

(2) The quantity to be awarded to any contractor should, nornally, be linmted to the
m ni mum econom ¢ production quantity required to ensure an adequate production test.

(b) When multiple awards are nade due to the fact that the low, responsive or technically
acceptabl e of feror cannot be determined to be responsible for the entire quantity solicited, the
responsibility determinati on nade on such offeror nust reasonably describe the rationale for
determ ning that award of nore than the proposed award quantity to such prospective contractor
woul d be beyond that prospective contractor's production or service capacity.

(c) When provision for multiple awards is made to ensure the availability of supplies in
busi ness risk situations



(1) The contracting officer nust adequately document a reasonable basis for making
mul tiple awards that: supports the Governnent's need to make nultiple awards to obtain the
requi renents when needed; explains how awardi ng nore than one contract will reduce or elimnate
past performance or supply availability problenms; and describes the benefits of obtaining nore
than one source that outweigh any anticipated increases in prices resulting fromthe award of
nmore than one contract (see 17.9002(d) above).

(2) The solicitation nmust pernmit award of the entire requirenent to one offeror.

(3) The solicitation should include a provision reserving the Government's right to nake
mul tiple awards to other than the | owest priced offerors.

(4) Seal ed bidding cannot properly be used because the solicitation provides that award
may not be made solely on the basis of |owest price.

(5) The contracting officer nust docunment, after receipt of offers and prior to award,
that a reasonable basis to award to multiple sources exists.

(6) The contracting officer should make provision for a degree of conpetition, when
practicable (e.g., low offeror will be awarded 60 percent of the total requirenment, whereas the
second |low of feror will be awarded 40 percent of the total requirenent).

SUBPART 17.91 USE OF PUBLI C MANUFACTURERS
17. 9100 Scope of subpart.

This subpart prescribes policies and procedures for the solicitation of offers from and the
subsequent issuance of project orders to, public manufacturers. This subpart does not address
procedures for conducting public-private conpetition. Departnent of Defense |nstruction 7220.1,
Regul ati ons Governing the Use of Project Orders, provides the prinmary guidance for the issuing
and acceptance of project orders. This subpart provides additional guidance.

17.9101 Definitions.

"Basic Project Order Agreenent (BPQA)" is an agreenent between a Defense Supply Center and a

public manufacturer that establishes the basic terns and agreenents for any subsequent project
orders placed agai nst that BPOA, whether issued by the sane Center, or another Defense Supply
Center. The BPQOA, in itself, is not a project order.

"Project Order" is a specific, definite, and certain order issued under the authority of 41
U S.C. 23 for the nmanufacture of materials, supplies and equipnent, or for other work or
services which, when placed with and accepted by a separately managed and fi nanced

Gover nnent - owned and operated establishment, serves to obligate appropriations.

"Project Order Oficer" is the contracting officer who issues a project order on behalf of a
Def ense Supply Center. The project order officer is responsible for ensuring that all
appropriate procedures are adhered to, both in the determination to solicit a public

manuf acturer, and in any subsequent solicitation, project order issuance, and "post -award"
adm ni stration.

"Public Manufacturer" 1is a Governnent -owned, Governnent -operated establishnent, including, but
not limted to, arsenals, shipyards, manufacturing or processing plants or shops, overhaul or
mai nt enance shops, research and devel opnent |abs, ordnance plants, or testing facilities.

"Public Sector Bidders List (PSBL)" is a bidders list consisting of the names and CAGE codes of
public manufacturers available for use by the Agency, the Federal Supply O asses they are

capabl e of supporting, and identification of part nunbers/National Stock Nunbers of itens

previ ously manufact ured.

"Rough Order of Magnitude (ROM Estimate" is an informal request for approximate cost, price and
availability information froma public manufacturer. The ROMestimate is used to determ ne

whet her the public manufacturer can meet agency requirenents for an item w thout burdening the
public manufacturer with the cost of preparing a detailed response.

17.9102 General policy.

(a) The Defense Logistics Agency relies on the private sector as the primary source of
supply for required material and services. However, public nanufacturers will be solicited at
the first indication that the private sector cannot nmeet Agency requirenments, or where using the
public sector nmeets the intent of laws providing direct access (e.g., Arny Arsenal Act (10
U S . C § 4532)).

(b) Contracting offices shall use sinmilar business systems and practices for public and
private sectors. Contracting personnel are responsible for issuing the Rough Order of Magnitude
(ROVM Estimate request, Request for Quote (SF-18) and Project Order (DLA Form 531); entering the



project order into the DLA Contract Action Reporting System (DCARS); and perform ng post award
functions. Supply, Technical, and Quality functional activities will be the sane as used for
private sector acquisitions to the maxi num extent possible.

(c) Contracting officers shall ensure that no nmore or |less stringent quality assurance
requi renents are inposed upon public manufacturers than are inposed upon private sector sources.
The nature of the itemrequired should dictate the quality assurance requirenments. For exanple,
if acertificate of conformance or ML-Q 9858A was required fromthe private sector manufacturer
for an item (or for an equivalent itemin the case of a first time Agency acquisition), the sanme
will be required fromthe public manufacturer. Simlarly, if DCMC were being tasked to perform
source inspection at a private manufacturer's plant, it will provide the same service at the
public manufacturing facility.

17.9103 Conditions for use.
Publ i ¢ manufacturer(s) should be solicited when:

(a) No responsive/technically acceptable offers froma responsible private sector source
are received in response to a solicitation. The determ nation that the offer is unacceptable
requires contracting officer consideration of several factors, including the urgency of need,
the potential that an acceptabl e agreenment coul d be obtained through negotiations, and the
possibility of breaking out non-urgent quantities for a private sector award. A private sector
response nmay be consi dered unacceptable if any of the follow ng unresol vabl e conditions exist:

(1) The offeror does not propose to neet the required delivery date (RDD). The need
date, not the lead time of record, should be used to calculate the RDD (solicitations should not
have delivery schedules stated in terms of "after recei pt of order" (ARO) if the buy is for a
non-stocked itemfilling a customer requisition or ot her forecast demands do not exceed
avail abl e stock or "due in" may be issued with the delivery date stated in terns of AROtoO
facilitate maxi mum private sector delivery schedule latitude.

(2) The proposed price is considered unreasonable. Caution nust be exercised to ensure
that a project order is not subsequently issued at a price exceeding the price found
unreasonabl e in the private sector. However, the contracting officer nay determine that it is
in the government's best interest to issue a project order under these circunstances if: (a) the
public manufacturer's price includes one-time startup costs, (b) there is a recurring demand for
the item and (c) subsequent prices for the itemare anticipated to be |ower than the
unr easonabl e private sector price. Such determ nation nust be in witing and approved by the
head of the contracting activity.

(b) If an item has never been acquired fromthe private sector as a result of being
designated for public manufacture under the authority of the Army Arsenal Act (10 U S.C. § 4532)
or simlar Mlitary Departnent authorities, the contracting officer nay continue to rely
exclusively on a public manufacturer as the source of supply. This situation will exist for a
I arge nunber of itens to be acquired as Nunerical Stock Objective (NSO or "insurance" itemns.

17.9104 Linitations on use.

Project orders may be issued to public manufacturers for the purpose of satisfying Agency
requirenents only to the extent that the public manufacturer already has the capability to
performthe work. DoDl 7220.1 states that the activity receiving the project order "must be
substantially in a position to manufacture" the item For exanple, if a certain public

manuf acturer had no nmachining capability, a project order could not be issued which would
require it to develop or acquire such a capability. The contracting officer should revi ew DoDl
7220.1 to ensure that other applicable restrictions are net.

17.9105 Solicitation procedures.

When an applicable condition of paragraph 17.9103 is satisfied, the follow ng procedures shall
be used in soliciting public
manuf act urers:

(a) SF-18, Request for Quote, shall be used to solicit public nmanufacturers.

(b) A Rough Order of Magnitude (ROV) estimate should be requested, rather than a firm
proposal, when the public sector estimate is required only to assist in the acquisition decision
maki ng process. For exanple, in cases where no procurenent or cost history exists, and the
manuf acturing task appears conplex, a ROM may be requested to gain a rough estimate of cost and
delivery schedule. |tem nanagers nmay defer acquisition for sonme itens if cost estimates are
excessive in relation to demand or criticality. The public sector bidder should be inforned as
to the potential use of the ROM Public sources should not be solicited for a firm proposal
unless there is a high probability that a project order will be issued. Proposal preparation is
costly, and superfluous requests for firmproposals may result in a reduction of offers from
public manufacturers. Following review of the ROMestimate, if it is determned that the public



manuf acturer is likely to be capable of neeting Agency needs, a Request for Quote (SF -18) should
be issued to obtain a firm proposal.

(c) Public manufacturers may be solicited concurrently with private sources if there is
reason to believe that acceptable offers will not be submitted by the private sector. The
purpose of concurrent solicitation is to reduce lead tinme, it is not a public -private
conpetition. Either a Request for Quotations or a ROM estimate may be requested fromthe public
manuf acturer, depending on the |ikelihood of issuing a project order. The public nanufacturer
must be nade aware of the fact that the private sector is being solicited concurrently, and that
the private sector will receive the award if an acceptable offer is received (see 17.9103).

(d) Al public manufacturers that have indicated an interest in the Federal Supply O ass as
shown in the Public Sector Bidders List (PSBL) should be solicited, except in the follow ng
ci rcunst ances:

(1) When, as shown in the PSBL, a public sector manufacturer has made the exact itemin
the past, solicitation may be linmted to this manufacturer.

(2) When an acquisition is being made for an item designated solely for public
manuf acture (see 17.9103(b)), only public manufacturers fromthe "requiring Service" shall be
solicited. For exanple, Navy shipyards or depots shall not be solicited for the manufacture of
an itemw th an Arny system application designated for public manufacture pursuant to the Arny
Arsenal Act (10 U.S.C. § 4532), regardless of their capability to manufacture the item

(e) After an itemhas been acquired fromthe public sector for the reasons delineated in
17.9103(a), or if previous solicitations of the private sector have been unsuccessful, there is
no requirement to resolicit the private sector prior to soliciting public manufacturers for
subsequent requirenments. A Commerce Business Daily notice (see FAR 15.404 and 5.205(c)) shall
be published annually to solicit private sources interested in furnishing itens that have been
supplied by public manufacturers. The contracting officer shall ensure that viable potential
sources identified through the CBD notice are solicited for future requirenments. |In addition to
the CBD, the publication of notices in trade publications, industry journals, etc., is
encouraged as a nethod of |ocating potential sources.

17.9106 Evaluation of Public Manufacturer O fers.

Public manufacturer offers shall be evaluated for project order issuance in the same nanner as
private sector offers.

17.9107 Assignnment of project orders.

DoDl 7220.1, Regul ations Governing the Use of Project Oders, provides the primary guidance for
the i ssuance and acceptance of project orders. The followi ng is provided as inplenenting
gui dance for issuing Agency project orders to public manufacturers:

(a) Project orders will be issued on DLA Form 531. The contracting officer shall execute
bl ock 9c, Project Order Oficer signature bl ock.

(b) The establishnent of a Basic Project Order Agreement (BPQOA) is the preferred nethod for
establ i shing the common terns and conditions for project orders issued by DLA contracting
of fices to public manufacturers. MWPRT shall designate |ead Supply Centers to execute BPOAs
with designated public manufacturers. Followi ng the execution of a BPOA, the |ead Supply Center
shall provide a copy of the BPOA to all other DLA Supply Centers. This BPOA shall be used by
all DLA Supply Centers. To the greatest extent possible, Centers should refrain from deviating
fromthe content of the npdel BPOA, promrul gated by the 29 Novenmber 1993 AQP policy letter
entitled "Mddel Basic Project Oder Agreenment (BPOA)", in securing a final BPOA with public
manuf acturers. In order to standardi ze business rel ationships and procedures, all BPOAs shoul d
share a common baseline. Rather than negotiating a w dely disparate nunber of BPOAs, Centers
shoul d enphasize to public manufacturers the flexibility and tailoring that can be incorporated
into individual project orders.

(c) Procurenment Instrument ldentification Numbers (PIIN). PIINs shall be assigned to BPOAs
and project orders under BPOAs as follows:

(1) BPQA: Center FCIM DODAAC + FY + "G' + four digit serial nunber. Exanple -
" SP0499- 94- G 0001" ( DSCR) .

(2) Project orders issued under a Center's own BPOAs: PIIN of appropriate BPOA + four
digit serial nunber. Exanple - "SP0599-94-G 0001-0001" (DI SC project order under a DI SC BPQA).

(3) Project orders issued under another Center's BPOAs: PIIN of appropriate BPOA + two
character Center prefix from DFARS Appendix G + two digit serial nunber. Exanple -
"SP0799- 94- G- 0004- TW1" (DPSC issuing a project order under 17.9108 Adnministration of project
orders.



(a) Defense Contract Managenent Comrand (DCMC) support. |In the event that a project order
requires DCMC to provide quality assurance, a copy of the project order shall be provided to the
appl i cabl e Defense Contract Managenment Conmand (DCMC) Office at the tine of issuance.

(b) Use of data in project orders.

(1) I'n cases where the Governnent has obtained unlinited rights to data, it may be used
wi thout restriction to manufacture the item

(2) In those cases where Governnent rights are limted/restricted, those limtations/
restrictions nmust be reviewed to determ ne whether production of the itemby public
manuf acturers to neet Agency requirements is pernitted. Wen appropriate, contracting officers
shoul d aggressively pursue the right to use the data by asking for pernission to use the
limted/restricted rights data either free of charge or for a reasonable fee.

(3) I'n sone cases, the Governnent may need to use certain kinds of proprietary data for
which it does not have rights in order to neet mssion requirements. Depending on the data and
the circunstances involved, this nay be done, although it may also result in clainms requiring
resolution before the U S. Court of Federal Clains (e.g., 28 U S.C. § 1498). The potential for
a claimand the ambunt of the claimshould be weighed against m ssion needs before deciding to
proceed with the use of such data. Counsel should be consulted in all such situations.

(c) Reporting.

(1) Project orders issued to the public sector shall be recorded in the DLA Contract
Action Reporting System (DCARS). To report these actions on the DD Form 350, code the formthe
sanme way contract award DD Form 350s are coded, except assign code "4" to Block B7, Type
Obl i gation.

(2) Public manufacturers' quality, cost and schedul e performance shall be tracked using
the sanme Automated Best Value System (ABVS) systemused to track private sector conpanies. This
information shall be used when eval uating public manufacturers for project orders.

SUBPART 17.92 - REOPENER CLAUSES
17.9201 Ceneral .

(a) A reopener clause is a special contract provision which creates a right for an equitable
adjustment in the contract price at a specified time or due to the occurrence or non -occurrence
of an event or contingency of the type specified in FAR/ DLAD 31.205 -7(c)(2).

(b) A reopener clause provides a neans of achieving an equitable resolution of the treatnent
of a significant contingent cost during both the initial pricing of a contract as well as at any
time an equitable adjustnent to such price is called for under the provisions of the clause.
However, its use requires deliberate care to avoid a shift in risk fromthe contractor to the
Governnent. Consequently, it should be used only in extraordinary circunstances involving high
dol l ar val ue procurenments (i.e., rarely |less than $500,000) where the uncertainty associated
with particular cost elenent(s) substantially inpacts the contract price.

(c) CGrcunstances in which its use may be appropriate include, but are not limted to, the
foll ow ng:

(1) The price reasonabl eness of one or nore subcontracts representing a substantial
portion of the prine contractor's proposed price cannot be determined prior to award of the
prime contract for such reasons as:

(i) The prime contractor's inability to obtain subcontractor cost or pricing data tinely
(FAR 15.806-2(e));

(ii) An adequate cost/price analysis was not perforned by the prine contractor; or,
(iii) Adequate field report(s) were not received prior to conclusion of negotiations.

(2) A Forward Pricing Rate Agreenent (FPRA) or Recommendation (FPRR) (FAR 15.809) is not
achi evabl e because of uncertainties having a significant inpact such as:

(i) Supporting contractor budgetary data was not subnmitted;
(ii1) A substantial portion of the business base has not yet materialized; or,

(iii) A potential for purchase, nmerger, or sale of part of a contractor's operations
exi sts.



(3) The price impact of a change in a contract requirement, term or condition made during
negotiations is significant but cannot be reasonably quantified and resolved prior to award.

(4) The offeror's estimating system contains significant deficiencies (DFARS
215.811-70(g)(2)(vi) and (3)).

17.9202 Procedures.

When the contracting officer docunents that use of a reopener clause is the nost appropriate
means of overcoming a contingency (see 31.205-7(c)(2)(90)(v)) that will significantly affect the
pricing of a contract, as a mninmm the follow ng should be acconpli shed:

(a) Request the field ACO provide a recommended cl ause for those cases in which the DCMC
recomrended its use. |In other instances, contact the |local cost/price analyst and the field
ACO, as appropriate, for assistance in devel oping and/or nodifying a reopener clause;

(b) Query the field ACO as applicable, regarding the adequacy of the contractor's
accounting systemto provide all necessary cost or pricing data in the formrequired to price
the adjustnent, and obtain a review of the adequacy of the accounting systemif necessary;

(c) Obtain, as necessary, cost or pricing data applicable to the cost elenent(s) and markup
factors, to establish the base level in the clause fromwhich adjustnment will be nmade, and
ensure such data has been verified,;

(d) When the wei ghted guidelines nmethod is used, the profit objective otherw se devel oped
shoul d reduce the value for contract type risk (DFARS 215.971-3(d)(4)(iii)), and the values for
managenent and cost control criteria under the performance risk factor when use of the clause is
due to an inadequate anal ysis of the subcontractor's proposal by the prinme contractor (DFARS
215.971-2(e)(3)(i)(E) and (f)(3)(iii));

(e) Prepare a proposed schedul e of calculations for each affected CLIN which identifies each
specific rate, factor, elenent of cost, profit, etc., to be covered by the reopener clause; and
explicitly describes or provides an exanple of the precise nethodol ogy to be used to calcul ate
any resulting price adjustnent. Consider whether it is appropriate to retroactively apply a
price, as subsequently finalized, to itens already delivered on time and to late deliveries.

(f) Oobtain legal review for sufficiency and consistency with other contract clauses;

(g) If the clause is to provide for an upward adjustnment, notify the |ocal budget office of
the necessity to commit funds over and above the contract price to the amount of the ceiling
established, or obtain a confirmation fromthe requiring activity that funds are avail able and
have been set aside) to cover the potential increased obligation (in the event the award is
funded by a Mlitary Inter-departmental Purchase Request);

(h) If use of a locally devel oped cl ause or one of the clauses at 17.9205 is contenpl ated on
a nodified basis, provide an advisory copy of the draft reopener clause, after conpleting steps
(a) through (g) above, to the local contract policy office for review.

(i) If the nodifications to one of the clauses at 17.9205 exceed m nor changes and
substantially alter or elimnate any of the provisions of the clause, or if a local clause is
used, pronptly provide a facsinmle copy of the draft clause to Headquarters DLA, MWPPP.

(j) Incorporate the ambunts and met hodol ogy reached through preaward
di scussi ons/ negotiations with the contractor, in a document executed by both parties which is
made an attachment to the price negotiation menorandum (PNM). Absent such agreement,
cal cul ati ons supporting the contracting officer's interpretation of negotiations should be
incorporated in the PNM (NOTE: Because such information may be considered confidential by the
contractor, the details should not be incorporated into a reopener clause or otherw se included
in the contract.); and

(k) Indicate in any letter of delegation for contract admi nistration that the award contains
a reopener clause. Advise the field ACO of any awards retained for |ocal adm nistration which
will be affected by a prospective FPRA/FPRR, to assure the required information will be
furni shed tinely.

17.9203 Contract requirenents.

I ncorporate the cost principles and procedures in FAR Subpart 31, for use as the basis for
pricing any adjustnent under the reopener clause, and the clauses at FAR 52.215 -23, Price
Reduction for Defective Cost or Pricing Data - Mdifications, FAR 52.215-25, Subcontractor Cost
or Pricing Data - Mddifications, (if applicable), and FAR 52.215-2, Audit - Negotiation.
17.9204 d ause requirenents.

A reopener clause shall, at a mninum incorporate the follow ng:



(a) Atitle clearly designating it as a reopener clause;
(b) A clear statenent of purpose;

(c) Aclear identification of the itens, ampbunts, event triggering the reopener procedure,
and the responsibilities and rights of the contractor and the Governnent, including the
requirenent for certified cost or pricing data, and applicability of the Disputes clause (except
for the circunstances in 17.9204(d)(iii)), as specified in DFARS 215.811 -70(9)(3)(i)-(iv);

(d) A clear statenent of the nethodol ogy for pricing any adjustnment, in the follow ng order
of preference:

(i) A preestablished pricing formula which precludes the need for further negotiations;

(ii) If the nature of the contingency is such that its price inpact can only be
anticipated to fall within a broad range of prices vice one or several alternative price
outcones, the clause may identify the range and specify that the anount for that cost el enent
may be revised within such range through negotiations. A pricing formula or nethodol ogy woul d
be used to apply appropriate narkup factors fromthe original contract price negotiation;

(iii) 1f the nature of the contingency is such that its price inpact cannot be anticipated
to fall within a broad range and/or original price negotiations did not involve cost or pricing
data, the clause may instead specify that the parties will enter into good faith negotiations
under the clause and may include a "wal k -away" option term nating performance a specified nunber
of days following receipt of witten notice by either party in the event of a failure to agree.

(e) To minimze excessive obligation of funds and the potential for substantial over or
under -paynent, if there is reason to believe one co others, then the anpunt corresponding to the
nmost |ikely contingency should normally be incorporated as the value of the interimcost el ement
when establishing the contract price. |If all alternatives are of equal likelihood, then a value
based on a "best estimate" should normally be used. It may al so be appropriate to provide for a
price adjustnment whenever information indicates, prior to the scheduled tine established in the
clause for an adjustnment in the contract price, that there nay be a significant variance from
the anticipated finalized price

(f) A provision for a downward and/ or upward adjustnent as appropriate (see 17.9104(e)). An
exception is authorized only when necessary to achieve final agreement on price. For contracts
al | owi ng an upward adj ustnent above the contract price, establish a firm not to exceed ceiling,
on an aggregate basis (and per unit basis if applicable), above which no price adjustnment shall
be nade;

(g) The nethod of adjusting any option quantity/period prices, if any, which may result from
operation of the clause;

(h) If the contract is not subject to the Cost Accounting Standards (FAR Part 30), the
treatment of accounting system changes which inpact the price adjustnent contenplated by the
cl ause; and

(i) Acontractor certification that the award price does not include any anmbunt for the
speci fied contingency except as provided for in the clause.

17.9205 Contract cl auses.

The reopener clauses listed below are available for use in negotiated contracts only after an
advi sory copy has been subnmitted and reviewed in accordance with 17.9202(h):

(a) Reopener clause - Cost of specified direct material s/other direct cost itens (52.217 -
9004); and

(b) Reopener clause - Pending indirect rates proposal (52.217-9005).
SUBPART 17.93 READI NESS AND SUSTAI NABI LI TY ( R&S)
17. 9300 Background.

The primary mssion of DLA is to support the warfighter in peace and war. Readiness and
Sustainability (R&S) are the two npst essential conponents of military preparedness and are
critical to the execution of U S. nmilitary strategy. DLA s unique Federal role as a Conbat
Support Agency mekes it directly responsible for the timely supply of battle -critical consumable
material to the CINCs and Unified Comrmands in support of their operational requirenents. W

must be able to neet our custoners' readiness, sustainability, and weapon system acqui sition
requirenents. This requires that we anticipate, plan, and satisfy their needs during peacetine,
contingency operations, wartime, or other crises such as operations in support of humanitarian
assi stance or natural disasters. This is what sets us apart from our conpetition; consequently,



readi ness and sustai nment planning nmust be a primary consideration for all of our nateria
managenent, resource investnent, and acquisition strategies

DLA and the Services are required to maintain the mninum R&S requirenments necessary to fight
and win two nearly sinmultaneous Major Regional Conflicts as set forth in the Defense Pl anning
Gui dance. Qur ability to effectively respond to these requirenents nust be at the core of
everything we do. Traditional strategies to support R&S requirenments need to be augnented with
busi ness practices and strategic plans. As we continue to downsize, reduce inventory, and
enmpl oy new busi ness practices, contracting personnel nust understand and facilitate the |inkage
between our national industrial infrastructure and our ability to nmeet readi ness and sustai nment
needs. There is an intrinsic tie between our ability to reduce our dependence on CGover nment
owned inventory through use of comrercial business practices that reduce |ogistic response tine
and our ability to nmeet readi ness and sustai nnent goals. As we reduce lead tines and optim ze
our use of industry capabilities and national inventories, we will be better able to respond to
out -of -stock and spi ke in demand situations wi thout disrupting supply support to our custoners.
In some cases, we will also need to identify programmatic and other intervention actions
necessary to neet surge demands for critical items required by the Services and the

CINC s/ Unified Conmands. This concept is in line with our Buy Response Vice Inventory (BRVl)
thrusts to utilize industry based solutions to satisfy peacetinme requirenments and readi ness
requirenents to the maxi mum extent possible.

Therefore, in our reengi neered business practices we nust devel op surge capability mechanisns
that enpl oy commercial business practices for critical war itens to respond to unpredictable
demand. These strategies nust also instill confidence in our custoners that the Agency can
provide tinmely and cost effective support, and be responsive during an energency or wartime
situation. Each acquisition plan should describe processes for expanding |ong -term busi ness
arrangenments which (1) ensure that they reflect their custoners' identified R&S requirenents
and (2) provide for war readiness to be enbedded in every new business practice and i nvestnent
strategy to ensure those requirements are supported to the maxi mum extent possible. Acquisition
pl ans nay al so need to address the fact that industrial capabilities to neet readi ness and
sustai nment requirements nay need to be augnmented by other alternatives such as investnment in
contractor-managed inventory or traditional depot support.

17.9301 Policy

Devel opi ng surge capability mechani snms that enpl oy commercial business practices for obtaining
critical war itens ensures that the Agency can provide tinely and cost -effective support during
an energency or wartime situation. Each DLA field activity should work with its custoners to
identify their R&S requirements, provide for war readiness in every new business practice and
investnent strategy, and establish |ong-term business arrangenments that ensure those

requi renents are supported

17.9302 General Procedures for R&S Acquisition Strategies

The contracting officer, with assistance fromthe acquisition planning and industria
preparedness staff, is responsible for identifying itenms with critical applications or surge
requirenents essential in wartinme or energency. The approach in devel oping and using R&S
strategi es should be tailored to the profile of the item industry, and customer requirenents,
and consi der their conbined inpact on the current and future R&S posture. |n order to maintain
responsi ve custonmer support to surge requirenments, the contracting officer shall consider the
followng in the acquisition planning, solicitation preparation, and contract negotiation stages
of the procurenent:

a. Reviewing all itens to determine those which nay have critical applications and surge
requirenents and are considered essential should a wartinme situation or other emergency arise

b. Addi ng appropriate |anguage and evaluation criteria for industrial capability in support
of readi ness objectives as an evaluation factor in acquisitions covering critical itemns.

c. Reviewing all contracts or orders for warstopper itens, including those with sole source
and nandatory sources (i.e., UNNCOR, NIB, NISH to ensure capability exists to neet increased
nmobi i zati on demands

d. Intervention actions that require cost effective programmatic solutions such as
investnent in contractor maintained rolling inventory and/or production capability.

e. Considering specialized contracting concepts, initiatives, and strategies. Exanples are
outlined bel ow

(1) As the depot system di mi nishes, we nust tailor |ogistics support to best neet the
warfighter's needs. W nust take advantage of commercial capabilities and practices and rely
more on contractors to maintain and manage certain quantities of essential items. These would
include itenms that woul d have high wartine "surge" demand that could not be covered under norna
commerci al business and inventory managenment practices and would require a "bubble in the
pi peline" until industry could increase production quantities. Accordingly, consideration



shoul d be given to rolling inventory of raw or sem -finished long |ead material, inventory
sharing agreenents with a contractor's commercial customers, stock rotation contracts if

obsol escence is a problemand other forns of Vendor - Managed |nventory (VM) arrangenents. Under
the VM scenario, we can take advantage of the contractor managing limted inventories or
sharing national inventories with his comercial customers as a means to neet spikes in denmand

(2) After review of the itens discussed in paragraph a. above, we may determine that an
essential defense industrial capability is endangered. Accordingly, we may need to take
industrial base intervention neasures to protect the endangered essential defense capability.
This entails determning the relationshi p between the endangered capability and our need for it
(including an assessnent of the costs of intervention) and, if appropriate, taking action to
prevent losing it. These actions may include the use of directed (c)(3) buys for availability
of donestic sources. Another exanple is the use of an Industrial Base Mintenance Contract
(IBMC) which is used to assure the availability of critical defense unique industrial capability
and/ or processes. This innovative contracting tool achieves two objectives: (1) the
manuf acturer can naintain the requisite technical expertise and production facilities; and (2)
the Governnent retains the ability to obtain battle critical itens on short notice. The
contract allows for quick response in the event of unplanned contingency actions despite
downsi zi ng and reduced funding

(3) When appropriate, prepositioned governnment furnished equipnent (GFE) nay be used as
a neans of augnenting contractor's production capacities in order to neet contingency
requirenents for critical itens. This is appropriate when industry is unable or unwilling to
invest in capital equipment due to di mnishing peacetinme requirenents. Provision of GFE should
al so be considered as a neans of dissem nating dual -use technology to industries supplying
critical items to facilitate their cultivation of comrercial business. Storage and Mi ntenance
agreenents should al so be negotiated to facilitate contractor maintenance of the GFE in their
possessi on

(4) Continuous narket and sector studies of endangered capabilities nust be perforned to
determine if there are any potential donestic, and, if appropriate, foreign sources who can
supply conparable itens and provide |ogistical support. The use of dual use technol ogi es
coupl ed with production sharing business arrangenents with a producer's conmercial custoners
shoul d be explored as an alternative to maintaining defense uni que production capabilities. The
goal is to keep critical defense production capability with surge capacity at the | owest
possi bl e cost and without having to buy high peacetine quantities to maintain an industry

f. Fostering teamwrk and cooperation to assure effective acquisition planning is
acconpl i shed and our contracts contain the appropriate terns to assure our R&S posture is
sufficient to neet all contingencies. Areas to consider during acquisition planning include the
suppliers' ability to transition fromcomercial to Governnent work and utilizing Broad Agency
Announcerents (BAAs) to request technol ogy advancenents to enhance our R&S posture. Planning
requires cooperation and a conmitnment that the offices of Contracting and Production (or
Acqui sition), Mterial Mnagenment, Distribution, Electronic Comerce, and the Commodity Busi ness
Unit Chiefs and their personnel will all work together to achieve this goal

g. Using BAAs as a tool to elicit innovative/creative concepts fromthe private sector to
mai ntain readiness in a comercial environnent.

h. Negotiating third party shared production agreenents or shared inventory agreenents with
manuf acturers and producers providing critical itens and their commercial custoners.

i. Negotiating contractually binding Planned Producer commtnents that incorporate the
amount of production firns are willing and/or able to allocate during contingency, wartine or
other enmergency situations. These agreements should be used in conjunction with (c)(3) buys for
the purposes of maintaining a critical nobilization base

j. Investnent in "surge" capability may be necessary for critical items with a high wartine
to peacetine demand when a contractor is unwilling/unable to maintain needed capacity and/or
inventory to neet the wartinme requirements. Analysis and a business case for each arrangenent
will be required clearly showi ng the benefit of investnent in industrial base capability or
vendor managed inventory (VM) in lieu of government held war reserve materiel. Mre
importantly, these actions nust be progranmed into the industrial preparedness "Wrstopper"
accounts to support DLA wartime requirenents. These actions will require coordination with the
industrial support and preparedness personnel and Chiefs of Contracting offices within the
Center and at headquarters DLA. Cl ose coordination with appropriate materiel managenent
personnel and Service staffs will also be required. These actions nust al so be incorporated
into the individual |ICP business plans clearly laying out the acquisition strategy and busi ness
arrangenments with yearly costs through the POM cycle. The strategy and approach devel oped for
surge support should be a coordinated and integrated approach to nmeeting custonmer wartime
"surge" demand

17.9303 Solicitation Preparation



The follow ng concepts shall be considered for use in all acquisitions

(a) Using the offeror's ability to provide R&S/surge requirenents as an eval uation factor
under best val ue buyi ng et hodol ogy (see DLAD 15. 605(b)(2)(90)). 1In section L, the offeror wll
be requested to subnmit an R&S plan and expl ain how R&S surges will be handl ed under the DFARS
surge option clause and/or any other surge provision/clause devel oped. Section Mshould set out
the appropriate evaluation criteria. Delivery time franes, the quantities of energency itens
the offeror can produce, how quickly the offeror can increase production, and R&S costs are
exanpl es of those R&S/surge related el ements which can be eval uated

(b) Adding appropriate R&S/surge provisions. One approach is to establish a separate
schedule in the solicitation to include R&S/ surge requirenents. The schedul e may include
prepl anned surge quantities, estimated quantities or sonme type of m ninmunl maxi mum quantity
range. |f appropriate, include the Governnent's delivery requirements or have the offeror
provide a nonthly delivery schedul e showi ng his/her maxi mumability to surge. Contracting
of ficers nmust al so consider the cost of R&S and devel op pricing mechanisnms to determne this
cost. Wen possible, negotiate contract line itens and options which will be obligated only
when ordered or exercised. This may be in the formof separate line itenms and unit prices (or
distribution fees under a prinme vendor concept) to cover R&S/surge quantities. Contracting
of ficers may al so need to consider allow ng an extra charge for stocking additional quantities
to nmeet potential R&S requirements. |If feasible, prices for R&S/ surge quantities may be
solicited with the basic award quantity. If a long termvehicle is being used; however, it may
be nmore prudent to solicit and negotiate firmprices (or initially request ceiling prices to be
negotiated later) and delivery ternms when the emergency requirenents materialize. Include the
surge option clause (DFARS 252.217-7001) in the solicitation. State that any quantities
increased as a result of these provisions are over and above any base and option termquantities
awar ded/ ordered under the basic contract. These provisions nust legally bind the offeror to
deliver these R&S/surge requirenments should they be needed. Accordingly, any R&S/surge
provi sion devel oped by the contracting officer nmust be coordinated with the local Ofice of
Counsel and the local contract policy office

(c) Using the Surge Option O ause (DFARS 252.217 -7001) or a nodified version tailored for
the circunstances in supply contracts for critical itens, including items in indefinite delivery
contracts fromwhich prine vendors nay order. The DFARS surge option clause may be used for
pl anned and unpl anned items where R&S is a factor. Any nodified version of the clause shall be
coordinated with the local Ofice of Counsel and the local contract policy office

(d) Adding the use of electronic comrerce/electronic data interchange (EC/EDI) into
solicitations as part of the Statement of Work (SOWN. Develop evaluation factors to eval uate
of ferors' EC/EDI capability. Consider incentivizing the use of EC/ED tools which will reduce
paperwork and save time by transmtting orders, invoices, shipping notices and other documents
electronically

(e) Incorporating | anguage (e.g., price and delivery terns) covering short term energencies
such as an urgent request froma hospital for a drug item

(f) Adding provisions to proposed Prinme Vendor, (and agile manufacturing/ Qui ck Response
solicitations) and, if appropriate, any other proposed solicitations for critical itens, to
performperiodic stress tests to evaluate the contractor's ability to surge. The stress test
can involve actual surge orders and deliveries of itenms. The test can also be conducted as part
of war planning exercises with production personnel devel oping the exercise scenario and
assessing the contractor's ability to performunder those circunstances. Acquisition personne
shal | al so consider amending current solicitations or nodifying existing contracts or shared
production agreenents to add stress tests where appropriate

(g) Including provisions in all existing Prime Vendor and Quick Response contracts including
their Distribution and Pricing Agreements (DAPAs, subcontracts or other sources of supply
arrangenents) advising agreenment holders that their support may be needed during a wartine
situation or other energency.

(h) Using Indefinite Quantity Contracts (1DCs) is consistent with the Agency's overarching
strategy and other benefits. Add |anguage to the solicitation stating that in case of an
emergency and/or nobilization, the Government nay, at its discretion, as specified in the surge
option clause in the contract, increase the maximum | QC ceiling to a specific quantity or dollar
val ue

(i) Using multi-sourcing techniques to assure maxi num supply support. Milti -sourcing for
readi ness, or the readiness planning to procure fromone or nore than one source can provide
sufficient quantities for energency and wartime requirements

(j) Incentivizing contractors to reduce their dependence on Government contracts through
expansi on of commercial business enterprise while maintaining the capability to deliver nilitary
requirenents. One approach is to nmake defense conversion an eval uation factor, giving



preference to those offerors who have nade or will nake effort to elimnate their dependence on
Governnent contracts and devel op and/or expand their conmmercial base of custoners.

(k) In Section L, requiring offerors to provide a description of their network of suppliers,
subcontractors, distribution and asset visibility systems and havi ng themindi cate what
saf equards are built into the systemto preclude disruption of deliveries. Possibly provide
exanpl es of actions (e.g., |abor disputes or natural disasters) which could cause disruption in
delivery and have offerors explain how they would continue to neet contractual requirements in
spite of those disruptions.

17. 9304 Reporting requiremnment

A Reports Control System (RCS) nunber has been established for reporting the nunber of shared
production agreenents in place each quarter. The RCS nunber |s DLA(Q 2609(MV). (Quarterly
reports are due to HQ DLA, ATTN. MWQON, by the 10th working day of the nonth follow ng the end
of the quarter.



